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HEALTH CARE REFORM ENACTED

On March 21, 2010, the United States House of Representatives passed the “Patient 
Protection and Affordable Care Act” (HR 3590).  HR 3590 was previously passed by the 
United States Senate on December 24, 2009. President Obama signed HR 3590 into 
law on March 23, 2010.    

After passing HR 3590, the House passed the ‘‘Health Care and Education Affordability 
Reconciliation Act of 2010’’ (HR 4872).  The intent of this bill was to amend certain 
provisions of HR 3590.  HR 4872 was passed with minor changes by the Senate on 
March 25, 2010.  HR 4872, as amended by the Senate’s minor changes, was passed by 
the House on that same day.   

The President signed HR 4872 on March 30, 2010 and as a result, the following health 
care reform provisions, among many others, are now enacted into law. 

HEALTH INSURANCE MARKET REFORMS

These provisions apply to both fully-insured and self insured group health plans and 
would generally (unless otherwise noted) be effective for plan years beginning on or 
after January 1, 2014. 

 Preexisting condition and/or limitations eliminated.

 Waiting periods in excess of 90 days prohibited.

 Health status based discrimination not allowed.

 Deductibles may not exceed $2,000 for single and $4,000 family coverage as 
indexed for inflation.

 Effective for plan years beginning 6 months after enactment, plans that cover 
dependent children must provide for coverage of unmarried and married children 
until age 26.  There is no requirement to cover children of covered dependent 
children.  The requirement is applicable even if the child is not a tax dependent.  
However, prior to 2014, the requirement on group health plans is limited to those 
adult children without an employer offer of coverage.  The tax exclusion for employer 
provided coverage is extended to adult children through age 26. 
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INDIVIDUAL RESPONSIBILITY

Effective January 1, 2014, individuals who do not enroll in qualifying coverage, including 
qualifying employer sponsored coverage, must pay an excise tax.  Individuals will be 
required to pay the greater of a flat dollar amount and a percentage of income payment. 
The amount of the flat dollar amount is $95 in 2014, $325 in 2015 and $695 in 2016 and 
thereafter.  The percentage of income is 1.0% in 2014, 2.0% in 2015, and 2.5% for 2016 
and beyond.

EMPLOYER RESPONSIBILITY

These provisions mandate the employer meet the following requirements each month 
occurring on or after January 1, 2014. 

 Large employers with 200 or more full-time employees that offer at least one health 
plan benefit option must automatically enroll all new employees in a benefit option 
and continue the enrollment of current employees in a health benefit plan offered by 
the employer. The auto-enrollment program must include adequate notice and the 
opportunity for an employee to decline the coverage and elect another option or 
decline coverage altogether. 

 Upon hire, employers must notify each employee of the following: 
o The existence of the state exchange coverage option.
o The employee may be eligible for a subsidy under the exchange if the 

employer’s share of the total cost of benefits is less than 60%.
o If the employee purchases a policy through the exchange, he/she will lose the 

employer contribution for any health benefits offered by the employer.       

 Employers who fail to offer any full-time employees health coverage must pay a 
penalty with respect to each full-time employee in any month in which any employee 
receives a subsidy for the exchange. However, the employer is not required to pay 
the penalty in relation to the first 30 employees. The penalty is determined on a 
monthly basis and is the product of the total number of full-time employees of the 
employer minus 30 for that month and 1/12 of $2,000.  For example, an employer 
with 60 employees that does not offer coverage to its employee is subject to the 
penalty equal to 30 times 1/12 of $2,000.  
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HIGH COST COVERAGE TAX 

As of January 1, 2018, a 40 percent excise tax is imposed on “coverage providers” in 
months where the aggregate value of employer-sponsored health coverage for the 
employee exceeds 1/12 of $10,200 for individual coverage and 1/12 of $27,500 for 
family coverage.  However, the amounts are increased to $11,850 and $30,950 for 
retirees and high risk professions. These threshold amounts are increased by the 
consumer price index plus 1% in 2019 and increased by the CPI for year 2020 and 
beyond.

“Coverage providers” are defined to include the following:

 In the case of fully insured plans, the health insurer.

 In the case of health savings account contributions, the employer making the 
contributions.

The coverage subject to the “high cost tax” includes the following:

 All accident and health coverage provided to the employee by the employer, even if 
paid for with after-tax dollars by the employee EXCEPT:

o accident and disability insurance
o long term care
o hospital indemnity or specified disease coverage paid with after tax dollars 

 Both non-elective and pre-tax salary reduction contributions to a health flexible 
spending arrangement (Health FSA).

 Employer contributions (presumably including salary reductions) to a health savings 
account.

It is important to note that the value of the coverage would be determined by the 
combining the amounts that both the employer and the employee would contribute 
toward the purchase of the coverage.  

The value of the employer provided coverage must be reported on each 
employee’s Form W-2 for all tax years beginning on or after January 1, 2011.
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EMPLOYER GROUP HEALTH PLAN RELATED ISSUES

 Effective taxable years beginning January 1, 2013, health care flexible spending 
accounts (health FSA) salary reductions are limited to $2,500 each year.  The limit is 
indexed for inflation based on the consumer price index (CPI) beginning in 2014. 

 Effective for tax years beginning on or after January 1, 2011, over-the-counter 
medicines or drugs are not eligible for reimbursements under a health FSA, health 
reimbursement arrangement (HRA), or health savings account (HSA) unless the 
item is prescribed by a doctor.

 The excise tax for nonqualfied distributions from an HSA is increased from 10% to 
20% effective for distributions occurring on or after January 1, 2011.   

 The deduction currently permitted for amounts allotted to the Medicare Retiree Part 
D subsidy is eliminated effective for tax years beginning on or after January 1, 2013.  

For a copy of HR 3590, please click on following link: HR 3590

For a copy of HR 4872, please click on the following link: HR 4872

COBRA PREMIUM SUBSIDY TEMPORARILY EXTENDED 

On Tuesday March 2, 2010, the Temporary Extension Act (TEA) was signed into law by 
President Obama.  This legislation includes changes to the Consolidated Omnibus 
Budget Reconciliation Act (COBRA) premium subsidy law originally included in the 2009 
American Recovery and Reinvestment Act (ARRA) legislation.  For more information on 
the ARRA COBRA premium subsidy provisions, please see the February 2009 [LINK] 
and December 2009 [LINK] versions of Tech Flex.   

The key elements of the new law are as follows: 

Extended Qualifying Event Date: The law extends the eligibility date for the subsidy 
from February 28, 2010 to March 31, 2010. The date extension means that an individual 
may experience an involuntary termination that causes a loss in coverage through 
March 31, 2010 and be eligible to receive the subsidy, assuming they are otherwise 
eligible for the subsidy.

http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h3590eas.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h3590eas.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h3590eas.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4872rh.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4872rh.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4872rh.txt.pdf
http://westnsc.adp.com/fsa_cobra/tf/Tech_Flex_Newsletter_February_2009.pdf%20
http://westnsc.adp.com/fsa_cobra/tf/Tech_Flex_Newsletter_December_2009.pdf
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New Rule for those Whose Initial Qualifying Event is a Reduction In Hours of 
Employment: Individuals who experience(d) a qualifying event that is a reduction in 
hours of employment anytime from September 1, 2008 through March 31, 2010 and are 
subsequently involuntarily terminated from employment on or after March 2, 2010 and 
on or before March 31, 2010 are eligible for the subsidy if they are otherwise subsidy 
eligible. The new rule applies to periods of coverage beginning after March 2, 2010. 
Consequently, if the COBRA period of coverage typically begins on the first of the 
month, the subsidy would first apply to COBRA coverage that begins on or after April 1, 
2010.

New Election Period: If a qualifying event was a reduction in hours of employment and 
an individual did not choose COBRA or elected COBRA and subsequently lost 
coverage, this individual is entitled to a new COBRA election IF the individual 
subsequently experiences a qualifying event that is an involuntary termination of 
employment on or after March 2, 2010 and on or before March 31, 2010.   Although the 
involuntary termination of employment is treated as the qualifying event for purposes of 
triggering eligibility for the subsidy, the applicable COBRA period is measured from the 
date of the original qualifying event (reduction in hours of employment).  For example, 
assume an individual lost coverage under the employer’s plan due to a reduction in 
hours on December 15, 2009 and did not elect COBRA during the initial COBRA 
election period.  Then, on March 15, 2010, the employee was involuntarily terminated 
from employment.  In this case, the employee may be eligible for a second election 
period to elect COBRA coverage and receive the subsidy beginning on March 15, 2010.  
However, the 18-month COBRA coverage period will be measured from December 15, 
2009, from the initial reduction in hours of employment.  Specifically, in this example, 
the employee will eligible for (at least) up to 14 more months of COBRA coverage and 
the COBRA premium subsidy will begin on March 15, 2010 for the remainder of the 
COBRA coverage eligibility.  

Notice Requirements:  A revised COBRA notice containing the modified rules must be 
sent to all individuals who experience a reduction in hours qualifying event on or after 
September 1, 2008 and on or before March 31, 2010 and subsequently are terminated 
from employment  on or after March 2, 2010 and on or before March 31, 2010.  This 
notice must be provided within 60 days of the involuntary termination of employment 
qualifying event. 
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New Penalty Provisions: TEA also amends ARRA to clarify that either the impacted 
individual or the Department of Labor (DOL) may sue to enforce determinations made 
under expedited review procedures regarding an individual's entitlement to premium 
assistance. In addition, a new $110 per day penalty provision is added allowing the DOL 
to assess a penalty against a plan sponsor or health insurer who fails to comply with 
such a determination within 10 days of receipt.

For a copy of the TEA, please click on the link provided below: 

Temporary Extension Act of 2010

DOL RELEASES GUIDANCE ON PREMIUM SUBSIDY 
TEMPORARY EXTENSION 

As noted in the previous article, the Temporary Extension Act (TEA) was signed into law 
on March 2, 2010 extending the Consolidated Omnibus Budget Reconciliation Act 
(COBRA) premium subsidy eligibility date from February 28, 2010 until March 31, 2010.  
In addition, TEA provides that a new group of individuals are now eligible for the 
subsidy.  Specifically, individuals who lose coverage due to a reduction in hours on or 
after September 1, 2008 and on or before March 31, 2010 and who subsequently 
experience an involuntary termination of employment occurring on or after March 2, 
2010 and on or before March 31, 2010. 

The Department of Labor (DOL) has now released modified guidance based on the TEA 
provisions designed to assist employers with meeting its obligations under the new 
rules.   

Revised Fact Sheet:  

On March 12, 2010, the DOL released a revised Fact Sheet updated to reflect the 
extended COBRA premium subsidy eligibility period and the eligibility rules regarding 
those who first lost coverage due to a reduction in hours.  The modified Fact Sheet also 
addresses the notification of premium subsidy eligibility required under TEA. 

Please find below a link to the DOL Fact Sheet updated as a result of TEA.

http://www.dol.gov/ebsa/newsroom/fscobrapremiumreduction.html

http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4691enr.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4691enr.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4691enr.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4691enr.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4691enr.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4691enr.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4691enr.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4691enr.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4691enr.txt.pdf
http://www.dol.gov/ebsa/newsroom/fscobrapremiumreduction.html
http://www.dol.gov/ebsa/newsroom/fscobrapremiumreduction.html
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Revised Model Notices:  

The DOL on March 17, 2010 released modified model notices reflecting the changes 
made to the ARRA COBRA premium subsidy rules as a result of TEA. There are now 
five COBRA ARRA DOL model notices (links provided below) available and described 
by the DOL as follows.   

Model Updated General Notice 
Plans subject to the Federal COBRA provisions must provide the updated General 
Notice to all qualified beneficiaries (not just covered employees) who experienced a 
qualifying event at any time from September 1, 2008 through March 31, 2010, 
regardless of the type of qualifying event, and who have not yet been provided an 
election notice. This model notice includes updated information on the premium 
reduction as well as information required in a COBRA election notice.

Note: Individuals who experienced a qualifying event (that was a termination of 
employment) on or after March 1, 2010 may not have been provided proper notice. 
These individuals should get the updated General Notice AND the full 60 days from the 
date the updated notice is provided to make a COBRA election.

Model Notice of New Election Period 
Plans subject to continuation coverage provisions under Federal or State law should 
provide, within 60 days of the date of the termination of employment, a Notice of New 
Election Period to all individuals who:

 experienced a qualifying event that was a reduction in hours at any time from 
September 1, 2008 through March 31, 2010;

 subsequently experience a termination of employment at any point from March 2, 
2010 through March 31, 2010; and

 either did not elect continuation coverage when it was first offered OR elected but 
subsequently discontinued the coverage.

Individuals who experience an involuntary termination of employment after experiencing 
a qualifying event that consists of a reduction of hours MUST be provided this notice 
within 60 days of the termination of employment.

http://www.dol.gov/ebsa/COBRAgeneralnoticefullversionTEA.doc
http://www.dol.gov/ebsa/COBRAgeneralnoticefullversionTEA.doc
http://www.dol.gov/ebsa/COBRAgeneralnoticefullversionTEA.doc
http://www.dol.gov/ebsa/COBRAgeneralnoticefullversionTEA.doc
http://www.dol.gov/ebsa/COBRAgeneralnoticefullversionTEA.doc
http://www.dol.gov/ebsa/COBRAgeneralnoticefullversionTEA.doc
http://www.dol.gov/ebsa/COBRAgeneralnoticefullversionTEA.doc
http://www.dol.gov/ebsa/COBRAnewelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAnewelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAnewelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAnewelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAnewelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAnewelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAnewelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAnewelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAnewelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAnewelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAnewelectionperiodnoticeTEA.doc
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Model Supplemental Information Notice
Plans that are subject to continuation coverage provisions under Federal or State law 
should provide the Supplemental Information Notice to all individuals who elected and 
maintained continuation coverage based on the following qualifying events:

 terminations of employment that occurred at some time on or after March 1, 2010 for 
which notice of the availability of the premium reduction available under ARRA was 
not given; or

 reduction of hours that occurred during the period from September 1, 2008 through 
March 31, 2010 which were followed by a termination of the employee's employment 
that occurred on or after March 2, 2010 and by March 31, 2010.

Individuals who experience an involuntary termination of employment after experiencing 
a qualifying event that consists of a reduction of hours MUST be provided this notice 
within 60 days of that termination. Individuals with qualifying events that occurred on or 
after March 1, 2010 for which notice of the availability of the premium reduction 
available under ARRA was not given MUST be provided this notice before the end of 
the required time period for providing a COBRA election notice.

Model Notice of Extended Election Period
Plans that are subject to continuation coverage provisions under Federal or State law 
MUST provide, before the end of the required time period for providing a COBRA 
election notice, the Notice of Extended Election Period to all individuals who:

 experienced a qualifying event that was a termination of employment at some 
time on or after March 1, 2010;

 were provided notice that did not inform them of their rights under ARRA, as 
amended by TEA; and

 either chose not to elect COBRA continuation coverage at that time OR elected 
COBRA but subsequently discontinued that coverage.

Model Updated Alternative Notice
Insurance issuers that offer group health insurance coverage that is subject to 
comparable continuation coverage requirements imposed by State law must provide the 
Alternative Notice to ALL qualified beneficiaries, not just covered employees, who have 
experienced a qualifying event through March 31, 2010. However, because continuation 
coverage requirements vary among States it should be further modified to reflect the 
requirements of the applicable State law. Issuers of group health insurance coverage 

http://www.dol.gov/ebsa/COBRAsupplementalinformationnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAsupplementalinformationnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAsupplementalinformationnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAsupplementalinformationnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAsupplementalinformationnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAsupplementalinformationnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAsupplementalinformationnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAextendedelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAextendedelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAextendedelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAextendedelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAextendedelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAextendedelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAextendedelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAextendedelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAextendedelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAextendedelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAextendedelectionperiodnoticeTEA.doc
http://www.dol.gov/ebsa/COBRAalternativenoticeTEA.doc
http://www.dol.gov/ebsa/COBRAalternativenoticeTEA.doc
http://www.dol.gov/ebsa/COBRAalternativenoticeTEA.doc
http://www.dol.gov/ebsa/COBRAalternativenoticeTEA.doc
http://www.dol.gov/ebsa/COBRAalternativenoticeTEA.doc
http://www.dol.gov/ebsa/COBRAalternativenoticeTEA.doc
http://www.dol.gov/ebsa/COBRAalternativenoticeTEA.doc
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subject to this notice requirement should feel free to use the model Alternative Notice, 
the model Notice of New Election Period, the model Supplemental Information Notice, 
the model Notice of Extended Election Period, or the model General Notice (as 
appropriate).

Revised Frequently Asked Questions:

On March 23, 2010, the DOL released revised COBRA premium subsidy frequently 
asked questions (FAQs) updated to reflect the modifications made by TEA.  

For example, newly added Question Number 4 addressed the issue of the date when 
the 18 months of COBRA coverage available as a result of the reduction in hour 
followed by an involuntary termination would be measured.

Q4: If I experienced a reduction of hours during the period that begins with September 
1, 2008 and ends with March 31, 2010, which was followed by an involuntary 
termination of employment on or after March 2, 2010 through March 31, 2010, when 
does the 18-month COBRA period begin?

If you experienced a reduction of hours during the period that begins with September 1, 
2008 and ends with March 31, 2010, and were subsequently terminated on or after 
March 2, 2010 but by March 31, 2010, your 18 months of COBRA is calculated, 
according to the plan’s normal procedures, in relation to the initial qualifying event, 
which is either the date of the reduction of hours of employment resulting in a loss of 
coverage or the date of the loss of coverage. Under TEA, there is no requirement for a 
COBRA payment to be made during the period between the reduction of hours and the 
termination of employment. 

For a copy of the updated DOL FAQs, please click on the link provided below:  

http://www.dol.gov/ebsa/faqs/faq-cobra-premiumreductionEE.html

http://www.dol.gov/ebsa/faqs/faq-cobra-premiumreductionEE.html
http://www.dol.gov/ebsa/faqs/faq-cobra-premiumreductionEE.html
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Revised Application for Expedited Review of Denial of COBRA Premium 
Reduction

The DOL has modified the form which an individual whose application for the COBRA 
premium subsidy is denied by his/her former employer utilizes to appeal the denial 
decision to the DOL.  The appeal form was modified to reflect the changes enacted 
under TEA.

For a copy of the expedited appeal from, please click on the link provide below: 

http://www.dol.gov/ebsa/COBRA/main.html

FURTHER COBRA PREMIUM SUBSIDY EXTENSION BILL 
PASSED 

On March 10, 2010, the United States Senate passed the “American Workers, State, 
and Business Relief Act of 2010’’ (HR 4213).  Under the Senate proposal, the 
Consolidated Omnibus Budget Reconciliation Act (COBRA) premium subsidy under 
ARRA would be extended through December 31, 2010.  Currently the COBRA premium 
subsidy eligibility period is set to end on March 31, 2010.

Under HR 4213, individuals who originally lose coverage on or after September 1, 2008  
and on or before December 31, 2010 due to a reduction in hours and who subsequently 
experience an involuntary termination AFTER the date of enactment of HR 4213 would 
become subsidy eligible. Individuals who did not elect or elected and dropped COBRA 
based on the reduction in hours and experience an involuntary termination occurring 
AFTER the date of enactment of HR 4213 will receive a second opportunity to elect 
COBRA. However, the 18 months of COBRA coverage would be measured from the 
reduction in hours qualifying event date. 

It is also important to note that as reported in the December of 2009 Tech Flex [LINK], 
the United States House of Representatives passed the “Jobs for Main Street Act” (HR 
2847).  Under the House proposal, the COBRA premium subsidy would be extended 
through June 30, 2010.  Individuals who originally lose coverage between, on, or after  
September 1, 2008  and on, or before June 30, 2010 due to a reduction in hours, and 
who subsequently experience an involuntary termination AFTER the date of enactment 
of HR 2847 would become subsidy eligible. Individuals who did not elect or elected and 
dropped COBRA based on the reduction in hours and experience an involuntary 
termination occurring AFTER the date of enactment of HR 2847 will receive a second 

http://www.dol.gov/ebsa/COBRA/main.html
http://westnsc.adp.com/fsa_cobra/tf/Tech_Flex_Newsletter_December_2009.pdf
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opportunity to elect COBRA.  As in the Senate proposal, the 18 months of COBRA 
coverage would be measured from the reduction in hours qualifying event date. The 
House and Senate bills will now need to be reconciled into a single bill and this single 
bill must be approved by both the House and Senate.  If this should be accomplished, 
the bill would be sent to the President and upon his signature would become law.  

For a copy of Senate Bill HR 4213, please click on the link provided below:

HR 4213

For a copy of House Bill HR 2847, please click on the link provided below:

HR 2847

ANOTHER TEMPORARY COBRA SUBSIDY EXTENSION 
PROPOSED
As noted in the article above, there has been legislation passed in both the United 
States House of Representatives and Senate that would extend the Consolidated 
Omnibus Budget Reconciliation Act (COBRA) premium subsidy provided under the 
American Recovery and Reinvestment Act (ARRA) beyond the current March 31, 2010 
timeframe.   Specifically the House legislation (HR 2847) proposes to extend the 
subsidy through June 30, 2010 and the Senate bill (HR 4213) proposes to extend the 
subsidy through December 31, 2010.  

It has been reported that based on the anticipation that neither the House nor Senate 
bill would be enacted into law prior to March 31, 2010; another temporary extension has 
been proposed.  

On March 17, 2010, the House unanimously approved the Continuing Extension Act of 
2010 (HR 4851). This legislation would temporarily extend the subsidy through April 30, 
2010.  

On March 26, 2010, the Senate debated the bill but did not hold a vote on the measure 
prior to breaking for Easter recess.  The Senate will reconvene on April 12, 2010 where 
debate on HR 4851 has been scheduled to recommence.  If the bill is passed the 
Senate and signed into law by the President, the following will result:  

http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4213eas.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4213eas.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h4213eas.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h2847eah.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h2847eah.txt.pdf
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=111_cong_bills&docid=f:h2847eah.txt.pdf
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Extended Qualifying Event Date: The eligibility date for the COBRA premium subsidy 
will be extended from March 31, 2010 to April 30, 2010. Consequently, an individual 
may experience an involuntary termination that causes a loss in coverage through April 
30, 2010 and be eligible to receive the subsidy, assuming they are otherwise eligible for 
the subsidy.

New Rule for those Whose Initial Qualifying Event is a Reduction In Hours of 
Employment: Individuals who experience(d) a qualifying event that is a reduction in 
hours of employment anytime from September 1, 2008 through April 30, 2010 and are 
subsequently involuntarily terminated from employment on or after March 2, 2010 and 
on or before April 30, 2010 will be eligible for the subsidy if they are otherwise subsidy 
eligible. The new rule applies to periods of coverage beginning after March 2, 2010. 
Consequently, if the COBRA period of coverage typically begins on the first of the 
month, the subsidy would first apply to COBRA coverage that begins on or after April 1, 
2010.

Click here for bill text and summary of H.R. 4851.

MSP REPORTING REGISTRATION REQUIRED OF HRA 
PLANS 

Effective May 1, 2010, Health Reimbursement Arrangements (HRAs) administrators are 
required to register under Section 111 Medicare, Medicaid, and SCHIP Extension Act of 
2007 (MMSEA).  Once registered with the Coordination of Benefits Contractor (COBC), 
HRA administrators will begin reporting in the fourth quarter of 2010.  An HRA with an 
annual benefit of $1,000 or less is exempt from reporting.  Additionally, only HRA 
coverage that is “free standing” (i.e. not linked to other group health plan) should report.

The purpose of the new electronic reporting is to help the Centers for Medicare and 
Medicaid Services (CMS) identify Medicare beneficiaries who are covered by other 
group health plans based on active employment to determine primary versus secondary 
payment responsibility.  This will improve the coordination of benefits between CMS and 
other Insurers or third party administrators (TPAs), and is expected to reduce the overall 
administrative and coverage costs to all parties involved.  CMS has appointed the 
COBC to implement the MMSEA Section 111 provisions by collecting the information 
necessary for CMS to coordinate benefits for Medicare beneficiaries.

Group health plans (GHPs) that are required to report include plans that are defined 
under the Medicare Secondary Payer (MSP) regulations. However, CMS has 

http://waysandmeans.house.gov/media/pdf/111/March_2010_Extenders.pdf
http://waysandmeans.house.gov/media/pdf/111/March_2010_Extenders.pdf
http://waysandmeans.house.gov/media/pdf/111/March_2010_Extenders.pdf
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determined that health FSAs do not need to report; and generally, HSAs are not 
required to report unless a Medicare beneficiary is allowed to make a current year 
contribution to the HSA. 

Other group health plans began reporting electronically on January 1, 2009, for certain 
participants based on age, disability, or end stage renal disease (ESRD) to identify 
situations where the group health plan is primary to Medicare.  According to the CMS 
website: “The new Section 111 requirements are an addition to existing MSP law and 
regulations. They do not change or eliminate any existing MSP requirements.” 

The responsibility of reporting the participant information falls to a “responsible reporting 
entity” (RRE) as defined under Section 111.  Generally, a RRE refers to an insurer or 
third party administrator (TPA) for a group health plan; or if the group health plan is self-
insured and self-administered, RRE refers to the plan administrator or fiduciary.

On a quarterly basis and based on a schedule established by the COBC, the RRE will 
transmit Medicare entitlement information about employees and dependents to the 
COBC.  The actual data exchange and technical transfer of data will occur between the 
COBC and the RRE. 

Generally, reporting is based on participants who meet the “active covered individual” 
criteria and “… is defined as someone who may be Medicare eligible and is currently 
employed (“working aged”), or the spouse or other family member of a worker who is 
covered by the employed individual’s GHP and who may be eligible for Medicare and 
for whom Medicare would be a secondary payer for these individuals.” 

Active Covered Individual Criteria:
 

 Effective January 1, 2009 through December 31, 2010, all individuals covered in 
a GHP age 55 through age 64 who have coverage based on their own or a family 
member’s current employment status. Effective January 1, 2011 and subsequent, 
all individuals covered in a GHP age 45 through 64 who have coverage based on 
their own or a family member’s current employment status. 

 All individuals covered in a GHP age 65 and older who have coverage based 
upon their own or a spouse’s current employment status. 

 
 All individuals covered in a GHP who have been receiving kidney dialysis or who 

have received a kidney transplant, regardless of their own or a family member’s 
current employment status and regardless of their age. 
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 All individuals covered in a GHP who are under age 55 (age 45 effective January 

1, 2011), are known to be entitled to Medicare, and have coverage in the plan 
based on their own or a family member’s current employment status. When 
reporting on individuals under age 45, you must submit their Medicare Health 
Insurance Claim Number (HICN). 

 The new MSP mandatory reporting requirements also include an enforcement 
policy of $1,000 per day of noncompliance for each individual for which the 
information should have been submitted.  This civil monetary penalty may be 
payable by an entity serving as the fiduciary for a group health plan that is self- 
insured and self-administered; or the entity serving as an insurer; or third party 
administrator for a group health plan.

For more information regarding the updated MSP rules and the CMS Section 111 User 
Guide click on the link below:

http://www.cms.hhs.gov/MandatoryInsRep/

FEDERAL HIRE ACT SIGNED INTO LAW

On March 18, 2010, President Obama signed into law the Hiring Incentives to Restore 
Employment (HIRE) Act, which is focused on accelerating the hiring of unemployed 
workers.

The HIRE Act has many provisions that impact employers, including a payroll tax 
exemption, and increased tax credits for employers that meet certain eligibility 
requirements. The legislation immediately enhances employers’ cash flow by permitting 
employers to retain the employer portion of the Social Security tax ordinarily remitted.

Social Security Tax Exemption 

 The 6.2% Employer Social Security Tax exemption applies to 2010 wages paid 
after March 18 and before January 1, 2011, to individuals hired after February 3, 
2010, who were previously unemployed for at least 60 days and who do not 
exceed the $106,800 Social Security wage base. 

 Employers can save the 6.2% Employer Social Security Tax, whether they hire a 
$40,000 worker, or a $90,000 worker. Employers, including nonprofit 

http://www.cms.hhs.gov/MandatoryInsRep/
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organizations, and colleges and universities, would not have to wait until 2011 to 
benefit from this tax relief because savings would accrue with each payroll 
processed. 

 The legislation also encourages businesses to hire workers earlier in the year 
because the tax benefit will be greater. For example, a $60,000 worker hired on 
April 1 saves an employer about $2,800 in taxes. Delaying the hiring until June 1 
would reduce savings to about $2,200. 

 This exemption has no additional cap or limit as to the total amount of tax 
benefits that can be claimed by an employer. Employers can save up to $6,622 
per qualifying worker ($106,800 wage base X 6.2%), whether they hire one 
worker or hundreds of new workers. 

Tax Credit 

 Employers will receive an income tax credit, which is either $1,000 for each 
qualifying worker hired after February 3, 2010, and employed for at least 52 
consecutive weeks, or 6.2% of wages paid to the qualifying worker over the 52-
week period, whichever is less. Wages during the last 26 weeks must be at least 
80 percent of wages paid for the first 26 weeks. 

 Any new hire must certify "by signed affidavit," under penalties of perjury, that 
he/she has "not been employed for more than 40 hours during the 60-day period 
ending on the date such individual begins such employment." 

 Neither the 6.2% Employer Social Security Tax exemption nor the retention tax 
credit is permitted if a person is hired to replace another employee "unless such 
other employee is separated from employment voluntarily or for cause." 

For more information on the HIRE Act, please click on the link provided below:

http://www.adp.com/tools-and-resources/~/media/Reference%20PDFs/2010-3-4-FINAL-
HIRE-Act.ashx

http://www.adp.com/tools-and-resources/~/media/Reference%20PDFs/2010-3-4-FINAL-HIRE-Act.ashx
http://www.adp.com/tools-and-resources/~/media/Reference%20PDFs/2010-3-4-FINAL-HIRE-Act.ashx
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2010 VERSION OF FORM 941 RELEASED BY IRS

The Internal Revenue Service (IRS) has released Form 941 and Form 941 Instructions 
for 2010.  Form 941, also known as the “Employer’s Quarterly Federal Tax Return” is 
used by employers to report wages paid to its employees.  In addition Form 941 is used 
to report the amount of Federal income, social security and Medicare taxes withheld 
from the employee’s pay, the employer’s share of social security and Medicare taxes, 
and advance earned income credit payments made to employees.   

Form 941 is filed with the IRS for each quarter as described below during the tax year: 

First Quarter January through March
Second Quarter April through June
Third Quarter July through September
Fourth Quarter October through December

Form 941 is due by the last day of the month following the end of the quarter. For 
example, wages you pay during the first quarter, January through March, must generally 
be reported on Form 941 by April 30th. However, if the due date for filing Form 941 falls 
on a Saturday, Sunday or legal holiday, you may file the return on the next business 
day. 

For a copy of the 2010 Form 941, please click on the link provided below:

http://www.irs.gov/pub/irs-pdf/f941.pdf

Please find below, a link to the 2010 Form 941 Instructions:

http://www.irs.gov/pub/irs-pdf/i941.pdf

Please contact ADP National Account Services for further information at:
21520 30th Drive SE Suite 200 Bothell, WA 98021Phone: (425) 415-4800 Fax: (425) 482-4527

ADP National Account Services does not make any representation or warranty that the information contained in this newsletter, 
when used in a specific and actual situation, meets applicable legal requirements.  This newsletter is provided solely as a courtesy 
and should not be construed as legal advice.  The information in this newsletter represents informational highlights and should not 
be considered a comprehensive review of legal and compliance activity.  Your legal counsel should be consulted for updates on law 
and guidance that may have an impact on your organization and the specific facts related to your business.

**Please note that the information provided in this document is current as of the date it is originally published.**

http://www.irs.gov/pub/irs-pdf/f941.pdf
http://www.irs.gov/pub/irs-pdf/i941.pdf

